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unwillingness	  to	  question	  previously	  held	  ideas	  regarding	  financial	  development	  and	  growth.	  The	  Bank	  persists	  with	  an	  understanding	  of	  hurdles	  to	  growth	  and	  development	  entirely	  anchored	  in	  insufficient	  (private	  sector)	  financial	  development.	  A	  singular	  focus	  on	  lack	  of	  financial	  inclusion	  (i.e.	  broad	  access	  to	  financial	  services	  within	  the	  population)	  as	  cause	  of	  income	  inequality	  and	  slow	  economic	  growth	  transpires	  to	  the	  neglect	  of	  the	  broad	  set	  of	  non-­‐financial	  factors,	  actors,	  institutions	  and	  linkages	  that	  bear	  on	  development	  outcomes.	  Plus	  ça	  change	  …	  	  	  These	  various	  propositions	  regarding	  finance	  and	  development,	  including	  the	  latter	  benign	  projection	  of	  the	  role	  of	  finance	  have	  coincided	  with	  a	  radical	  change	  in	  the	  international	  financial	  integration	  of	  developing	  countries	  with	  significant	  implications	  for	  the	  domestic	  financing	  landscape.	  The	  next	  sections	  document	  the	  empirical	  trends	  bearing	  on	  financing	  development,	  considering	  first	  external	  finance,	  including	  both	  private	  capital	  flows	  and	  Official	  Development	  Assistance,	  and	  then	  proceeds	  to	  discuss	  the	  crucial	  role	  played	  by	  domestic	  resource	  mobilisation.	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Source:	  OECD	  STAT	  online	  database	  	  	  Serious	  concerns	  persist	  regarding	  the	  prospects	  for	  ODA	  levels	  as	  budgetary	  pressures	  in	  developed	  countries	  persist	  as	  a	  result	  of	  the	  crisis	  and	  substantial	  increases	  in	  ODA	  from	  many	  DAC	  donors	  seem	  unlikely	  in	  the	  future.	  	  	  Aid	  flows	  to	  LICs	  fell	  for	  the	  first	  time	  in	  over	  a	  decade	  in	  2012.	  Total	  net	  ODA	  flows	  were	  USD	  150.6	  billion	  (USD	  134.2	  billion	  in	  real	  terms)	  in	  2012,	  6	  percent	  less	  (3.5	  percent	  less	  in	  real	  terms)	  than	  a	  year	  earlier,	  reversing	  the	  rising	  aid	  trend	  since	  1997.	  ODA	  is	  now	  equivalent	  to	  0.4	  percent	  of	  DAC	  donors’	  combined	  GNI	  (see	  figure	  8),	  falling	  significantly	  short	  of	  the	  Monterrey	  commitment	  to	  increase	  the	  volume	  of	  aid	  to	  0.7	  percent	  of	  GNI	  by	  2015.	  (World	  Bank	  2013,	  p.	  17).	  Only	  five	  countries	  (Denmark,	  Sweden,	  Luxemburg,	  Norway	  and	  the	  UK)	  met	  or	  exceeded	  the	  0.7	  percent	  target	  in	  2013.	  Figure	  9	  traces	  the	  changing	  share	  of	  ODA	  as	  a	  percentage	  of	  DAC	  GNI.	  Once	  again	  the	  trajectory	  of	  ODA,	  considered	  in	  this	  way,	  has	  been	  disappointing.	  Despite	  donor	  rhetoric	  to	  the	  contrary	  (particularly	  during	  the	  mid-­‐2000s),	  ODA	  as	  percentage	  of	  DAC	  GNI	  has	  remained	  stubbornly	  below	  0.32	  percent	  since	  2000.	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partially	  reflects	  their	  new	  way	  of	  delivering	  support	  to	  developing	  countries	  that	  does	  not	  neatly	  fit	  into	  OECD-­‐DAC	  classification	  systems.	  	  Figure	  10:	  Total	  ODA	  by	  Sector	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McKinley	  	  (2014)	  survey	  the	  trends	  in	  FDI,	  bank	  lending	  (financial	  flows),	  portfolio	  flows,	  and	  official	  flows,	  against	  the	  backdrop	  of	  the	  internationalisation	  of	  the	  financial	  system	  characterising	  the	  period	  from	  1980	  onwards.	  While,	  since	  the	  1980s,	  there	  has	  been	  a	  long-­‐term	  trend	  towards	  increased	  cross-­‐border	  private	  capital	  flows,	  which	  came	  to	  be	  celebrated	  as	  crucial	  to	  development	  (see	  above),	  there	  are	  significant	  differences	  in	  growth	  rates	  and	  relative	  importance	  across	  different	  types	  of	  flows.	  Cross-­‐border	  private	  capital	  flows	  typically	  consist	  of	  Foreign	  Direct	  Investment	  (FDI);	  portfolio	  flows	  –	  composed	  of	  equity	  and	  bond	  flows	  of	  various	  investors	  including	  pension	  funds,	  mutual	  funds,	  insurance	  companies,	  hedge	  funds	  and	  commercial	  banks;	  and	  financial	  (or	  debt)	  flows,	  which	  are	  mainly	  net	  bank	  lending	  (but	  also	  include	  bond	  issuances).xi	  	  	  	  
	  Figure	  11:	  Net	  private	  capital	  flows	  to	  developing	  countries	  by	  type	  (1980-­‐2013)	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Second, domestic securities issued in foreign currencies or linked to the exchange rate 
have become much less important. In the 1990s when inflation was high, inflation-indexed or 
forex-linked local debt securities were quite widespread in EDEs, like Mexican tesobonos in 
the mid-1990s. However, forex-linked bonds and notes have almost disappeared with a 
widespread shift to flexible exchange rates. They have also lost their attractiveness because of 
currency appreciations in several EDEs.14 
 
Third, as taken up in greater detail in the subsequent section, many governments in 
EDEs have shifted from international debt in foreign currency to domestic debt in local 
currency and opened domestic debt markets to foreigners, benefiting from increased 
willingness of international lenders to assume the currency risk and come under local 
jurisdiction in return for higher yields and large capital gains. This, together with growing 
private sector issues in local markets, has led to a rapid expansion of domestic debt securities 
relative to international debt securities (Table 9 and Chart 11) and raised the share of local-
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
14 But several EDEs still continue to have relatively large amounts of inflation-linked bonds and notes, including 
Argentina, Brazil, Mexico, South Africa and Turkey – see, BIS Debt Securities Statistics Table 16C. 
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“goes	  directly	  against	  the	  prognostications	  of	  mainstream	  theory	  that	  the	  need	  for	  international	  reserves	  should	  lessen	  as	  countries	  gained	  access	  to	  international	  financial	  markets	  and	  became	  more	  willing	  to	  respond	  to	  balance-­‐of-­‐payment	  shocks	  by	  exchange	  rate	  adjustments.	  However,	  capital	  account	  liberalisation	  and	  increased	  access	  to	  international	  financial	  markets	  have	  produced	  exactly	  the	  opposite	  result.	  Private	  capital	  flows	  have	  no	  doubt	  allowed	  larger	  and	  more	  persistent	  current	  account	  deficits	  in	  EDEs	  beyond	  the	  levels	  that	  could	  be	  attained	  by	  relying	  on	  borrowing	  from	  the	  BWI	  or	  bilateral	  lenders.	  But	  this	  has	  also	  meant	  accumulation	  of	  large	  stocks	  of	  external	  liabilities.	  Because	  of	  procyclical	  behaviour	  of	  international	  financial	  markets,	  EDEs	  have	  become	  highly	  vulnerable	  to	  sudden	  stops	  and	  reversals	  in	  capital	  flows	  and	  this	  increased	  the	  need	  to	  keep	  reserves	  as	  self-­‐insurance”.	  	  	  Hence,	  while	  developing	  countries	  have	  been	  recipients	  of	  large	  private	  financial	  flows,	  these	  have	  been	  mostly	  “recycled	  back”	  to	  advanced	  countries	  in	  the	  form	  of	  foreign	  exchange	  reserve	  accumulation	  (Laskarides	  2014,	  p.	  59).xvii	  For	  LICs,	  international	  reserves	  reached	  9	  percent	  of	  their	  GNP	  in	  2012	  (Tyson	  et	  al.	  2014b,	  p.	  4).	  Foreign	  reserves	  have	  been	  increasingly	  accumulated	  by	  developing	  countries	  to	  protect	  themselves	  against	  the	  risks	  associated	  with	  increased	  international	  financial	  integration	  (volatility	  of	  financial	  flows;	  reduced	  autonomy	  in	  monetary	  and	  fiscal	  policy	  when	  a	  payment	  crisis	  occurs;	  etc.	  ).	  These	  reserves	  however	  carry	  high	  opportunity	  costs	  for	  capital	  scare	  countries	  (see	  Akyuz	  2014;	  Tyson	  et	  al.	  2014).	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municipal	  levels—lies	  at	  the	  crux	  of	  financing	  for	  development.	  Figure	  15	  below	  is	  drawn	  from	  a	  World	  Bank	  Global	  Development	  Horizons	  Report	  (Dailami,	  et	  al.	  	  2013,	  p.	  29)	  and	  highlights	  the	  crucial	  role	  of	  government	  spending	  in	  funding	  development.	  It	  illustrates	  how,	  on	  average	  for	  Latin	  American	  countries,	  as	  the	  share	  of	  public	  investment	  in	  total	  infrastructure	  investment	  falls,	  infrastructure	  investment	  as	  a	  share	  of	  GDP	  also	  falls.	  Public	  investment	  is	  crucial	  to	  expanding	  domestic	  capital	  formation.	  	  	  Figure	  15:	  Shares	  of	  infrastructure	  investment	  in	  GDP	  for	  Latin	  American	  countries	  and	  relative	  shares	  of	  public	  and	  private	  infrastructure	  investment	  	  
Global Development Horizons  The Emerging Pattern of Global Investment 29
capital (measured using the perpetual inventory 
method),8 was largely concentrated in the devel-
oped world, especially in the United States and 
Western Europe (map 1.1). By 1995, this situation 
had begun to change, with several large develop-
ing economies, such as Brazil and China, accumu-
lating stocks comparable to those of high-income 
countries. Th e latest data suggest that this shift has 
further consolidated. Today, Brazil, China, India, 
and Russia together account for about 18 percent 
of the global share of capital, more than twice the 
share of Germany and near that of the United 
States.
Th e process is far from complete: a normalized 
Herfi ndahl index of capital stocks has fallen only 
modestly—from a high of 0.08 in the late 1980s 
to a low of 0.07 of 2010—compared with a larger 
fall in the analogous normalized Herfi ndahl of 
production (a decline from 0.13 to 0.10). This 
slow evolution of the Herfindahl points to the 
high concentration of capital and wealth that 
continues to reside in the industrialized high-
income countries, a ref lection of the legacy of 
capital accumulation that occurred over the 19th 
and 20th centuries. Nevertheless, the process of a 
gradually less unequal global distribution of capi-
tal should continue in the future as developing 
economies grow in size and absolute investment 
fl ows into their domestic capital stocks rise.
also changed gradually over the past decade, with 
bond issuance replacing traditional bank loans, 
and banks based in emerging economies now 
becoming major intermediaries in the infrastruc-
ture sector. Th e challenges facing infrastructure 
fi nancing in the future will be revisited later in 
this chapter.
In sum, sectoral investment patterns also 
imply changing patterns since 2000, with a 
shift in global investment away from agriculture 
toward manufacturing, and a gradual reduction 
of the role of public sector investment in devel-
oping countries. Th e world appears to be on the 
cusp of yet another shift in investment patterns, 
this time toward an increased emphasis on the 
services sector. Th e expanded role of the services 
sector will likely be manifested in a host of invest-
ment activities, ranging from services related to 
greater human capital production to an expan-
sion of infrastructure in the developing world.
A gradual redistribution of 
global capital stocks has occurred 
in recent decades
The ongoing shift in the distribution of global 
investment shares has meant that the exist-
ing stock of productive physical capital has 
also been changing over time.7 In 1980, global 
FIGURE 1.8 Infrastructure investment shares of GDP declined rapidly in major Latin 
American economies in the late 1980s and have remained subdued in subsequent years
Source: World Bank calculations, using data from Calderón and Servén 2010.
Note: The six Latin American economies covered in the fi gure are Argentina, Brazil, Chile, Colombia, Mexico, and Peru.
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Table	  1:	  Potential	  Tax	  Increases	  by	  Income	  Group	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initially	  incurred.	  It	  is	  through	  this	  development	  function	  that	  public	  investment	  can	  stimulate	  private	  investment	  and	  boost	  economy-­‐wide	  labour	  productivity	  (see	  United	  Nations	  Conference	  on	  Trade	  and	  Development	  (2009).xx	  Finally,	  Chowdhury	  and	  Islam	  (2010)	  reminds	  us	  that	  the	  frequent	  “preoccupation	  with	  identifying	  prudential	  limits	  on	  public	  debt-­‐to-­‐GDP	  ratios	  have	  had	  the	  consequence	  of	  distracting	  attention	  from	  the	  crucial	  role	  that	  fiscal	  policy	  plays	  in	  promoting	  growth	  and	  development”.	  The	  authors	  insist	  that	  the	  relationship	  between	  the	  debt-­‐to-­‐GDP	  ratio	  and	  macroeconomic	  instability	  is	  weak	  and	  provide	  a	  convincing	  argument	  to	  move	  beyond	  the	  imposition	  of	  financial	  straightjackets	  implied	  by	  conformity	  to	  alleged	  “optimal”	  debt-­‐GDP	  ratios	  in	  favour	  of	  publicly-­‐financed	  (or	  deficit-­‐financed)	  investment	  to	  stimulate	  growth.	  	  In	  this	  context,	  it	  should	  be	  noted	  that	  the	  general	  fiscal	  position	  of	  the	  developing	  world	  has	  improved	  substantially	  over	  the	  last	  10	  years,	  with	  fiscal	  deficits,	  after	  worsening	  as	  a	  result	  of	  the	  GFC,	  well	  within	  the	  conservative	  bounds	  (of	  -­‐3	  percent	  of	  GDP).	  	  	  	  	  	  	  Figure	  16:	  Fiscal	  balances	  of	  low	  and	  middle-­‐income	  countries,	  2005-­‐2013	  (share	  of	  GDP)	  	  
46 The State of the Global Partnership for Development
LICs have demonstrated significant resilience over the course of the global crisis,11 
reflecting relatively stronger macroeconomic fundamentals. Also, the composi-
tion of public spending has been broadly supportive of inclusive growth. 
Figure 4
Fiscal balances of low- and middle-income countries, 2005–2013  
(percentage of GDP)
Figure 5
Current-account balances of developing countries, 2005–2013  
(percentage of GDP)
Nevertheless, since the 2008 global financial and economic crisis, there 
has been less room for fiscal manoeuvring; this has increased exposure of LICs 
to global shocks, particularly for oil exporters and small States, although core 
LICs have maintained some room for manoeuvre. The near-term risk of a shock-
external/np/pp/eng/2013/090613.pdf.
 11 Core low-income countries (LICs) refers to a large and diverse group of LICs that do 
not share a specific characteristic of vulnerability related to small size, fragility or fuel 
export dependency.
Source: IMF, World Economic 
Outlook April 2014 database. 
Source: IMF, World Economic 
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In	  addition,	  the	  public	  debt	  situation	  in	  various	  countries	  has	  improved	  markedly,	  with	  public	  debt/GDP	  ratios	  at	  historically	  low	  levels.xxi	  	  Figure	  17:	  Debt-­‐to-­‐GDP	  ratios	  of	  small	  states	  and	  other	  developing	  countries	  (percentage),	  2013	  
42 The State of the Global Partnership for Development
In terms of environmental vulnerability, it is illustrative that, out of the 31 small 
States of the Commonwealth, 24 are classified as vulnerable, highly vulnerable or 
extremely vulnerable.d Small States have also had lower and more volatile eco-
nomic growth rates than larger developing countries in the 2000s.e
When natural disasters or economic shocks occur, the usual response is to under-
take emergency spending for recovery, rehabilitation and reconstruction, which is 
typically debt-financed if not covered by overseas grant assistance. Some aﬀected 
countries will have access to concessional multilateral resources, but others do 
not meet donor qualifications. Bilateral oﬃcial development assistance for many 
small States has been a declining donor priority over the past 15 years. That leaves 
the gap to be filled by private flows—if funds are even available post-shock—and 
non-concessional oﬃcial flows, where the fixed and relatively costly repayment 
terms may not be appropriate. 
The alternative to new borrowing or grant assistance is to delay non-essential pub-
lic expenditures—which can be only a temporary strategy—or to seek debt relief. 
Several small States have thus sought to restructure portions of their debt over 
recent years, and some have even defaulted. For example, seven Commonwealth 
member States have restructured their sovereign debt nine times between 2000 
and 2013.f Some have succeeded in reducing the face value of their debt, but in 
several cases there was no reduction in the debt stock; maturities were simply 
lengthened and interest rates were lowered (see table for the diﬀerential impact 
of the treatments for seven countries).
In some cases, more comprehensive debt relief based on inter-creditor equity 
between all components of debt is required to restore debt sustainability and 
spur economic growth, complemented by greater access to concessional loans, 
including on a countercyclical basis. However, debt relief needs to be comple-
mented by stronger eﬀorts to address the inherent eco omic d enviro mental 
vulnerabilities of these economies, starting with more eﬀective long-term strat-
egies for diversification and development, including improved governance and 
debt management, good environmental stewardship, private sector development 
and macroeconomic stability. 
Figure 
Debt-to-GDP ratios of small States and other developing countries,  
2013 (percentage)
d Commonwealth Secre-
tariat, “A time to act: ad-
dressing Commonwealth 
small States financing and 
debt challenges”, back-
ground paper for the 
High-Level Advocacy Mis-
sion, Washington, D.C., 
6–7  October 2013, p. 3, ap-
plying the environmen-
tal vulnerability measure 
of the United Nations Envi-
ronment Programme and 




ic issues in small States”, 
op. cit.
f Presentation by 
Samantha Attridge, Head 
of International Finance 
and Capital Markets in 
the Commonwealth 
Secretariat, at the 
1st meeting of the 
Preparatory Committee 
for the Third International 
Conference on Small Island 
Developing States, 24 




(accessed 28 May 2014).
Source: UN/DESA, based on 
IMF World Economic Out-
look April 2014 database. 
Note: Data of small States 
are excluded from averages 
for other groupings in this 
figure. Total external debt 
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40	  per	  cent	  of	  combined	  banking	  assets	  in	  developed	  countries,	  and	  65	  percent	  of	  assets	  in	  developing	  economies”	  (p.	  2).	  Today,	  that	  asset	  base	  has	  shrunk	  considerably,	  but	  some	  significant	  state-­‐owned	  banks	  still	  exist	  with	  state	  authorities	  controlling	  “an	  estimated	  22	  per	  cent	  of	  banking	  assets	  in	  emerging	  economies	  and	  8	  percent	  in	  advanced	  economies”.	  Table	  1	  below,	  reproduced	  from	  Marois	  (2013,	  p.	  7)	  gives	  an	  overview	  of	  the	  significance	  of	  state-­‐owned	  banks	  in	  a	  set	  of	  countries.	  He	  also	  draws	  attention	  to	  the	  fact	  that	  many	  of	  the	  fastest	  growing	  emerging	  economies	  over	  the	  last	  decade	  have	  among	  the	  highest	  levels	  of	  state	  bank	  ownership	  (see	  e.g.	  Brasil,	  Russia,	  India,	  China	  and	  Turkey)	  (p.	  16).	  	  	  	  	  	  	  	  	  	  Table	  2:	  State-­‐owned	  banking	  assets,	  selected	  countries,	  share	  of	  total	  (2008-­‐2010).	  
7State-owned banks and development: Dispelling mainstream myths
state bank ownership among developed economies increased from 6.7 per cent pre-2008 to 8 per 
cent overall (World Bank 2012a, 103). Individual cases are more dramatic with Ireland jumping from 
0 to 21 per cent and the UK from 1 to 26 per cent from 2008 to 2010. 
In many more countries SOB assets remain significant. Table 1 provides data on a selection of coun-
tries using World Bank survey data on “government controlled banks,” defined as those in which 
government exercises control through ownership of more than 50 per cent of voting shares, or 
other forms of control.
TA B L E  1 :  
State-owned banking ssets, select countries, p rcentage of total, 2008-2010
ARGENTINA BANGLADESH BRAZIL BURUNDI ECUADOR
2008 37.7% 37.8% 39.8% 49.1% 11.77%
2009 39.1% 35.2% 44.1% 48.1% 16.18%
2010 43.6% 34.1% 43.5% 48.9% 16.53%
EGYPT GERMANY INDIA INDONESIA REP. OF KOREA
2008 49.30% 35.44% 69.85% 38.20% 22.20%
2009 48.50% 36.08% 71.88% 39.70% 22.40%
2010 --- 31.52% 73.70% 38.41% 22.30%
KYRGYZSTAN LATVIA POLAND PORTUGAL RUSSIAN FED.
2008 17.50% 10.50% 17.00% 21.04% 38.00%
2009 81.00% 17.10% 21.00% 21.73% 40.60%
2010 20.30% 15.50% 22.00% 22.64% 40.80%
SIERRA LEONE SRI LANKA THAILAND TURKEY VENEZUELA
2008 41.49% 55.50% 22.20% 30.50% 11.90%
2009 38.62% 57.80% 21.70% 32.20% 22.01%
2010 37.71% 59.10% 17.50% 31.60% 33.06%
 Source: World Bank 2012a.
It is also true that many of the largest and well-run banks remain in state hands (see Micco et al 
2004, 9). But this has led to mainstream criticisms that governments hold on to the biggest and 
best-run banks for nefarious purposes (Boubakri et al 2005). Neoliberals argue that these large 
SOBs are a drag on the economy and hotbeds of political corruption. By contrast, others see these 
remaining institutions as offering an important material basis and institutionalized form of social 
power that needs to be defended and improved.
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Marois	  explores	  the	  possibilities	  that	  state-­‐owned	  banks	  offer	  in	  financing	  public	  infrastructure	  and	  other	  strategic	  sectors	  or	  activities	  in	  an	  economy.	  His	  account	  draws	  on	  the	  experience	  with	  state–owned	  banks	  in	  Brazil,	  China,	  Costa	  Rica,	  India,	  South	  Africa,	  Turkey	  and	  Venezuela.	  He	  highlights	  how,	  as	  state-­‐owned	  banks	  are	  not	  necessarily	  exclusively	  driven	  by	  profit	  imperatives,	  i.e.	  they	  have	  a	  different	  reproductive	  basis	  than	  private	  banks,	  they	  can	  exist	  without	  having	  to	  turn	  a	  surplus,	  differentiating	  them	  from	  private	  banks	  in	  how	  they	  can	  allocate	  resources.	  This	  may	  imply	  that	  state	  owned	  banks	  “can	  provide	  longer	  term	  credit	  to	  fund	  infrastructure	  and	  social	  investment	  than	  private	  banks”	  as	  they	  do	  not	  face	  the	  immediate	  short-­‐term	  profit	  imperative	  (p.	  16).	  	  The	  scope	  for	  domestic	  resource	  mobilisation	  through	  such	  mechanisms	  as	  national	  development	  banks	  or	  public	  pension	  funds	  is	  further	  explored	  in	  detail	  through	  close	  examination	  of	  a	  set	  of	  case	  studies	  in	  Working	  Paper	  157.	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mobilisation,	  some	  more	  successful	  than	  other,	  and	  does	  this	  through	  a	  close	  look	  at	  four	  different	  cases.	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                                                                                                                                                              a	  new	  or	  existing	  firm,	  with	  ownership	  below	  10	  percent	  treated	  as	  portfolio	  equity.	  “Ownership	  of	  10	  per	  cent	  or	  more	  is	  seen	  to	  imply	  the	  existence	  of	  a	  long-­‐term,	  stable	  relationship	  between	  the	  investor	  and	  the	  enterprise	  and	  a	  significant	  degree	  of	  influence	  on	  management	  (IMF	  2009)”.	  However,	  Akyuz	  (2014,	  p.	  17)	  contends,	  “there	  is	  no	  compelling	  reason	  why	  investment	  in	  10	  percent	  ownership	  or	  more	  should	  be	  less	  fickle	  than	  in	  9.9	  percent”.	  	  xii	  This	  breaks	  down	  as	  follows:	  average	  annual	  FDI	  at	  US$	  274.1,	  average	  annual	  net	  banking	  lending	  at	  US$	  403.1,	  annual	  average	  portfolio	  flows	  at	  US$	  40.9.	  xiii	  Asia	  accounted	  for	  31	  percent	  of	  global	  outward	  FDI	  in	  2012,	  with	  this	  being	  primarily	  driven	  by	  China.	  xiv	  Akyuz	  (2014,	  p.	  24)	  observes	  that	  this	  contrasts	  to	  the	  first	  boom	  in	  capital	  flows	  to	  EDEs	  in	  the	  late	  1970s	  and	  1980s,	  when	  much	  of	  the	  external	  debt	  was	  accumulated	  in	  syndicated	  bank	  loans	  xv	  Laskarides	  (2014,	  p.	  5)	  adds	  that	  this	  trend	  is	  partially	  due	  to	  the	  size	  of	  debt-­‐financed	  FDI	  by	  corporations	  within	  emerging	  markets,	  and	  debt-­‐financed	  merger	  and	  acquisition	  activities.	  “A	  significant	  source	  of	  private	  sector	  indebtedness	  in	  emerging	  markets	  seems	  to	  arise	  from	  the	  aspirant	  transformation	  of	  emerging	  market	  companies	  into	  multinational	  companies”.	  	  xvi	  Laskarides	  (2014)	  provides	  a	  detailed	  breakdown	  of	  how	  the	  profile	  of	  external	  indebtedness	  differs	  across	  different	  income	  categories	  of	  countries.	  The	  rise	  of	  the	  private	  sector	  external	  commercial	  indebtedness	  is	  particularly	  the	  case	  for	  upper	  middle	  income	  countries,	  and	  has	  occurred	  to	  a	  lesser	  extent	  in	  lower	  MICs	  where	  private	  sector	  external	  debt	  grew	  very	  fast	  from	  2002	  onwards,	  but	  where	  this	  was	  mimicked	  by	  fast	  public	  external	  debt	  growth	  from	  2005	  onwards.	  For	  LICs	  private	  non-­‐guaranteed	  debt	  remains	  close	  to	  zero.	  Maturity	  structure	  of	  external	  debt	  also	  varies	  according	  to	  income	  category,	  with	  LICs	  having	  lowest	  proportion	  of	  external	  debt	  with	  short	  term	  maturities	  (standing	  at	  around	  10	  percent	  since	  1972),	  while	  for	  lower	  MICs,	  this	  remained	  around	  15	  percent	  until	  2005,	  after	  which	  there	  was	  a	  rapid	  rise	  of	  short	  term	  debt.	  For	  upper	  MIC,	  an	  increasing	  proportion	  of	  external	  debt	  has	  been	  of	  a	  short	  term	  nature,	  rising	  rapidly	  since	  2001,	  to	  reach	  over	  30	  percent	  in	  2012.	  For	  LIC,	  50	  percent	  of	  their	  debt	  is	  multilateral	  and	  around	  70	  percent	  on	  concessional	  terms.	  xvii	  See	  also	  Aizenman	  and	  Lee	  (2005)	  and	  Choi	  et	  al.	  (2007)	  for	  evidence	  on	  the	  strong	  correlation	  between	  capital	  account	  liberalisation	  and	  reserve	  holding	  and	  the	  tendency	  to	  absorb	  capital	  inflows	  into	  reserves	  rather	  than	  use	  them	  for	  current	  payments	  (Akyuz	  2014).	  	  xviii	  In	  which	  there	  has	  also	  been	  increased	  foreign	  participation	  as	  already	  discussed	  above.	  On	  the	  danger	  of	  global	  financial	  spillovers	  to	  emerging	  market	  sovereign	  bond	  markets,	  see	  Ebeke	  and	  Kyobe	  (2015).	  	  xix	  See	  Platz	  (2009,	  p.	  7)	  on	  while	  Rio	  de	  Janeiro	  was	  the	  first	  city	  in	  Latin	  America	  to	  issue	  a	  bond	  in	  the	  international	  capital	  markets,	  tight	  fiscal	  regulations	  subsequently	  effectively	  prevented	  municipal	  bond	  issuances	  in	  Brasil.	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